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Effects on Belgian Economy of Developments in the Congo 


The National Bank of Belgium has calculated that 
a complete rupture of all economic and financial re- 
lations with the Congo might initially cause a reduction 
of some 6 per cent in the gross national product of 
Belgium. This conclusion is based on data for the 
year 1956, when Belgium’s gross national product 
amounted to BF 480 billion (US$9.6 billion). The 
value of exports of goods and services to the Congo in 
that year amounted to about BF 11 billion ($220 
million); and salaries, pensions, and similar transfers 
to Belgium by Congolese enterprises totaled BF 1.7 bil- 
lion ($34 million). The primary incomes in Belgium 
from investments in the Congo contributed an estimated 
BF 16.3 billion ($330 million) to the gross national 
product. The Minister of Finance has stated that the 
importance of the Congo for Belgium in terms of gross 
national product should not be overrated, and he pointed 
out that the gross national product is officially expected 
to increase by some 7 per cent in the year 1960 alone. 

Belgian trade with the Congo, compared with its 
total trade, is rather small. In 1957, exports to the 
Congo amounted to BF 6.8 billion, or 4.3 per cent 
of total Belgian exports; in 1959, they were BF 4.4 bil- 
lion, or 2.7 per cent of the total. Imports from 
the Congo (BF 9.7 billion in 1957 and BF 9.4 billion 
in 1959) amounted to about 5.5 per cent of total Bel- 
gian imports in each of these years. But even though 
Belgium’s dependence on foreign trade with the Congo 
is rather limited, the operations of certain Belgian in- 
dustries, especially those in the nonferrous metals sec- 
tor, are geared to the processing of Congo ores and 
metals, and these industries may have difficulty in 
adjusting their operations to other sources of supply. 

In recent years, Belgium has had a _ substantial 
balance of payments surplus with the Congo (see also 
this News Survey, Vol. XIl, p. 462). The aggregate 
surplus on current transactions in the seven-year period 
1953-59 amounted to BF 83 billion ($1.66 billion); 
it was derived largely from private capital revenues 
in the Congo, from transport and insurance services, 
and from salary and pension transfers to Belgium. 


Until recently, the current account surplus was off- 
set by a capital account deficit; for the years 1953-58, 
this deficit amounted to some BF 13 billion, and 
was due largely to purchases of bonds of the Congo 


Government by Belgian investors. The Congo Govern- 
ment did not rely on subsidies from the Belgian Gov- 
ernment, and there was no net private investment in 
Congo enterprises in this period. In 1959, private 
capital transactions showed a surplus of BF 4 billion, 
reflecting a marked tendency on the part of Belgian 
investors to repatriate capital from the Congo. 

The repercussions on employment in Belgium of the 
repatriation of Belgians from the Congo to the mother 
country are difficult to assess, but it is felt that the em- 
ployment of these people in Belgium will present some 
short-run problems. About 90,000 Belgian nationals 
were established in the Congo, and about 35,000 of this 
total were employed there. Belgian public servants in 
the Congo totaled some 10,000 before the Congo 
acquired its independence. 

In the short run, the Congo crisis will have serious 
repercussions on the Belgian budget. The main fac- 
tors are the integration of former Congo civil servants 
into the Belgian administration, repatriation of and 
subsistence payments to Congo refugees, loss of tax- 
able income, subsidies to the Congo granted so far in 
1960, and the cost of the military operations in the 
Congo in the summer of 1960. In addition, there is 
the problem of the external public debt of the Congo 
guaranteed by Belgium, which amounts to BF 9.3 
billion ($186 million). So far, no reliable estimates 
are available of these repercussions. It has been esti- 
mated, on the basis of 1956 data, that, in the event of 
complete rupture of all relations with the Congo, Bel- 
gian tax revenue would be reduced by some 5 per 
cent. The Belgian Government is now in the process 
of preparing an austerity program to reduce public ex- 
penditure and to increase government revenue. 


The recent developments in the Congo have caused 
a severe depreciation of the market value of the shares 
of Congolese enterprises. On July 11, 1960, the ag- 
gregate market value of these shares was BF 26.4 
billion ($528 million), against BF 107 billion ($2.14 
billion) on August 16, 1955. 


The Belgian authorities have pointed out on various 
occasions that the country’s economy remains funda- 
mentally sound, that the economic revival has been 
gaining momentum in recent months, and that the 
gradual readaptation of the economy to the recent de- 
velopments in the Congo does not present insuperable 
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difficulties. Foreign trade expanded at a very fast 
rate in the first half of 1960. Total exports were 
BF 95.7 billion ($1.91 billion), which is 22 per cent 
more than in the same period of 1959; and imports 
reached BF 97.6 billion ($1.95 billion), or 18 per 
cent more than in January-June 1959. The ensuing 
trade deficit is small and is more than offset by a com- 
fortable surplus on other balance of payments items on 
current account. 

Total Belgian gold and foreign exchange reserves 
increased from BF 61 billion ($1,222 million) at the 
end of 1959 to more than BF 67 billion ($1,347 mil- 
lion) at the end of June 1960. During July and 
August 1960, however, the Congo crisis has placed 
the Belgian franc under some strain. During these 
two months, the gold and foreign exchange holdings 


Europe 


U.K. Trade 


According to the Board of Trade, the decline in 
U.K. exports in recent months (see this News Survey, 
Vol. XII, p. 469) should not be attributed to any 
particular area or any particular group of products. 
Exports of the whole group of engineering products 
have decreased; in June and July, exports of auto- 
mobiles fell sharply. A pronounced fall has occurred 
in textile shipments, and reduced values have been 
recorded for exports of steel, petroleum products, basic 
materials, and foodstuffs. Also, the decline in total 
exports has been geographically widespread. There 
has been a sharp setback in U.K. exports to North 
America, and sales to the rest of the sterling area have 
fallen. 


Imports have leveled out in recent months. The rise 
in imports of foods and basic materials has slackened; 
clothing and textile imports have been fairly steady; 
imports of steel and of machinery have continued to 
rise; and imports of cars have fallen. 


Source: The Financial Times, London, England, Au- 
gust 25, 1960. 


U.K. Bank Advances 

Bank advances in the United Kingdom fell by £45 
million in the month to mid-August, the first monthly 
decline since August 1958 when the previous credit 
squeeze came to an end. The decrease, which is de- 
scribed by the banks as no more than a reflection 
of the normal fluctuations that inevitably occur in 
lending from month to month, followed a rise of nearly 
£100 million in the previous month; part of the earlier 
increase was the result of the debiting of interest on 
overdraft accounts. 
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of the National Bank of Belgium decreased by approx- 
imately the same amount as the increase in the first half 
of the year. In order to counteract the outflow, the 
Belgian authorities raised the official discount rate 
from 4 per cent to 5 per cent, with effect from Au- 
gust 4, 1960 (see this News Survey, Vol. XII, p. 455). 


Sources: La Libre Belgique, various issues, July- 
August 1960, Agence Economique et Finan- 
ciére, August 3, 4, 5, and 10, 1960, and 
Kredietbank, Weekly Bulletin, August 6, 
1960, Brussels, Belgium; The Times, Lon- 
don, England, August 5, 1960; Neue 
Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 15, 1960; New York Herald Tribune, 
Paris, France, August 25, 1960. 


The Financial Times comments that there is some 
evidence that applications for overdrafts are now being 
scrutinized more rigorously than they were even two 
months ago. The higher level of interest rates since the 
bank rate was increased to 6 per cent in June (see this 
News Survey, Vol. XII, pp. 405 and 423) and public 
knowledge that a credit squeeze is in existence have 
deterred at least a few borrowers. The slowing down 
in the rise in imports has also been a factor in reducing 
borrowing. Advances for property transactions or for 
speculative purposes have been, the Financial Times 
suggests, treated severely since the beginning of the 
squeeze. It adds that the tighter credit situation now 
owes little to exhortations since the banks themselves 
are having to take action to improve their liquidity posi- 
tion; their liquid ratio is, in the aggregate, 31.4 per 
cent. A somewhat higher liquid ratio at this time of 
the year would be more “normal” in view of the 
erosion of bank liquidity that occurs in the tax gather- 
ing period early in the new year. 

Source: The Financial Times, London, England, Au- 
gust 26, 1960. 


U.K. Aid to Overseas Territories 


The United Kingdom provided £25.6 million to its 
overseas territories for development and _ welfare 
schemes in the year ended March 31, 1960. This was 
a new high annual figure and raised the total for the 
period since April 1, 1946 to £200.6 million. 


Source: The Times, London, England, August 26, 
1960. 


Norway's Balance of Payments 


Preliminary estimates show that in the first half of 
1960 Norway had a balance of payments deficit on 
current account of NKr 330 million (US$46 million), 
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or NKr 113 million ($16 million) less than in the cor- 
responding period of last year. The trade deficit (ex- 
cluding ships) increased by NKr 510 million; exports 
of goods increased by NKr 279 million, or 10 per 
cent, while imports increased by NKr 789 million, or 
22 per cent. On the other hand, net imports of ships 
fell by NKr 279 million, and net freight earnings rose 
by NKr 170 million, It is estimated that export prices 
for goods and services in the first half of 1960 were 
about | per cent higher than a year earlier, while im- 
port prices were practically unchanged; thus the terms 
of trade improved by about | per cent. Net income on 
account of donations was NKr 76 million higher than 
in the first half of 1959; NKr 68 million of this increase 
was accounted for by the compensation payments from 
the Federal Republic of Germany to former political 
war prisoners. 

Borrowing abroad during the period and receipts 
from unidentifiable transactions more than covered the 
current account deficit, leaving NKr 63 million to 
strengthen the country’s foreign exchange reserves. At 
the end of June, reserves were NKr 2,861 million 
($401 million ). 

Sources: Statistisk Sentralbyra, Statistisk Ukehefte, 
August 18, 1960, and Norges Handels og 
Sjofartstidende, August 25, 1960, Oslo, 
Norway. 


Employment and Production in Norway 


The Norwegian labor market has tightened consid- 


erably during recent months. Employment is at a 
record high, unemployment is virtually nonexistent, 
and a number of industries are suffering from an 
acute shortage of labor. 

At the end of July, there were only 4,350 registered 
unemployed, corresponding to only 0.5 per cent of the 
labor force; this was 1,100 fewer than a month earlier 
and 2,700 fewer than at the end of July 1959. At the 
beginning of 1960, nearly 40,000 were unemployed, 
but the figure has fallen every month since then. 

Employment figures are available only up to the 
end of June, when there were 1,051,500 employed 
wage earners, a new record and 11,000 more than a 
year earlier. The employment figure is still edging 
upward, but the rise is slower than earlier this year. 
The greatest increases have been in the manufacturing 
and the service industries. In agriculture, forestry, 
and building, the number employed has been less than 
last year. 

Output in manufacturing industries has increased; 
in the first half of 1960 it was 7.5 per cent higher 
than in the corresponding period last year. The rise 
was 7.8 per cent in the industries producing mainly 
for export, and 7.4 per cent in the industries produc- 
ing mainly for the domestic market. The consumer 
goods industries increased production by 9.6 per cent, 


while the rise in output of the capital goods indus- 

tries was only 5.2 per cent. 

Source: Norges Handels og Sjé@fartstidende, 
Norway, August 25, 1960. 


Gross National Product of Sweden 

Estimates of the Swedish Institute of Economic Re- 
search, based on changes in investment, consumption, 
foreign trade, and inventories, indicate that the rise in 
1959 in Sweden’s gross national product at current 
prices was 62 per cent, and that measured in terms 
of volume the increase was 5% per cent. However, 
rough calculations based on production show a some- 
what smaller rise—probably less than 5% per cent. 

Manufacturing output in 1959 was about 3% per 
cent more than in 1958, and construction and building 
are estimated to have increased by 10 per cent. The 
net contribution of agriculture rose by 4 per cent, 
whereas in forestry there was a 2 per cent reduction. 
Power production rose by 6 per cent. The increases for 
trade, transportation, and housing are estimated at 
4-5 per cent. 

Preliminary calculations indicate a rise in total gross 
fixed investment of about 9 per cent at current prices 
and 8 per cent at constant prices. The expansion was 
due mainly to building and construction; investment 
in machinery and other equipment showed a more 
moderate increase. 

Public consumption increased by 7 per cent at con- 
stant prices, and private consumption by nearly 4 per 
cent. The largest increase was in expenditure on con- 
sumer durable goods, which rose by 13 per cent at 
constant prices; the rise for nondurables was only 2 
per cent. The volume of food consumption increased 
by | per cent and of textile consumption by 3 per 
cent. Purchases of new motor vehicles rose by 19 per 
cent at constant prices. 

Total inventories decreased by somewhat more than 
SKr 250 million in 1959. In the manufacturing indus- 
try, there seems to have been a reduction of stocks of 
finished products and a small accumulation of stocks of 
raw materials and goods in process. 

Source: Swedish-International Press Bureau, Bulletin, 
Stockholm, Sweden, August 18, 1960. 


Economic Prospects in Finland 

A recent survey of present economic trends in Fin- 
land and a forecast for the rest of the year, based on 
the Mercator index of productive activity, shows that 
total production may expand by 7-9 per cent for the 
year 1960 as a whole. For the first four months, the 
index was 10 per cent higher than for the same period 
last year; in the coming months, the difference is likely 
to drop to about 8 per cent, since during the late 
months of the year the expansive influence of forestry 
tends to lessen; but toward the end of the year, the 
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difference may be expected to approach 9 per cent. 
For industrial production, an increase of at least 14 
per cent is forecast. The particularly favorable trend 
in the paper industry and the steady improvement in 
the position of the metals industries suggest that the 
rise may be even greater. On the other hand, it is un- 
certain whether the sawn timber industry, which is 
heavily dependent on demand in Western European 
markets, will be able to maintain its expansion at the 
present rate. 

The volume of internal trade is likely to increase 
by an average of 9 per cent. Wholesale trade so far 
has been expanding more rapidly than retail trade, 
partly on account of the need to replenish stocks; but 
as restocking nears completion, there will probably be 
some falling off in the rate of increase in wholesale 
trade. 
been influenced by the sharp rise in import freights. 
This expansion may be expected to continue, although 
perhaps at a slower rate, once the rebuilding of stocks 
eases off. However, imports of capital goods are likely 
to continue undiminished for some time to come. The 
present trends suggest that production in the transport 
sector will increase by about 14 per cent. For forestry, 
the survey forecasts an expansion of 15 per cent, and 
for agriculture, an increase of 3 per cent. No change 
from last year is expected in construction, mainly be- 
cause of the substantial reduction in road building as 
a result of the general improvement in business activity 
and a consequent lowering of the numbers of unem- 
ployed available for this work. Other sectors of the 
construction industry, however, should show some in- 
The expansion is already considerable in in- 
dustrial and commercial building, but housebuilding 
has been developing very In general, the 
economic prospect for the rest of the year is favor- 
able. The national product is likely to reach a new 
high, some two thirds above the figure for 1948, and 
the index of industrial production should be more 
than twice the 1948 index. 
Hufvudstadsbladet, 
gust 9, 1960. 


Revaluation of the Russian Ruble 

The revaluation of the Russian ruble which is to 
take place in January 1961 (see this News Survey, 
Vol. XII, p. 369) is reported by the UN Economic 
Bulletin for Europe as being officially intended to 
bring the price scale of the ruble into conformity with 


In the transport sector, the trend this year has 


crease. 


slowly. 


Source: Helsinki, Finland, Au- 


the greatly increased nominal values of production, 
trade, turnover, and income, as well as to simplify 
computations and to reduce the current expenses of 
the State on emission. The Economic Bulletin com- 
ments further that the mere fact of a compulsory 


exchange of currency will reveal the distribution of 


domestic hoards in various sectors of the economy. 
The advantage for the monetary authorities is that 
of information, and it is officially stressed that there 
is no intention of expropriating holdings. The exchange 
will also liquidate illegal foreign holdings of ruble 
banknotes. Since the issue of the present Soviet currency 
13 years ago, there has, despite official prohibitions, 
been some illegal export of banknotes, as indicated 
by “free” ruble exchange quotations in Ziirich and 
elsewhere. As of December 1959, Soviet banknotes 
may be legally reintroduced into the country, although 
in limited amounts, and there is therefore a case for 
demonetizing the earlier issue. The exchange rate 
for the U.S. dollar may not automatically change from 
4 rubles to 40 kopecks; it might well be nearer to 
the historical rate of 2 rubles which existed before the 
civil war inflation. The Chairman of the Board of 
Directors of the U.S.S.R. State Bank has said that 
this would make it possible more accurately to com- 
pare the value of goods and the national product of 
the U.S.S.R. with that of other countries, and to deter- 
mine the volume and economic effect of commodity 
exports and imports. 
Source: United Nations, Economic Bulletin for Eu- 
rope, Geneva, Switzerland, Volume 12, No. 1, 
June, 1960. 


Middle East 


Monetary Restraint in Israel 

Mr. D. Horowitz, Governor of the Bank of Israel, 
in an article published in Davar on August 19, com- 
mented upon a growing feeling of doubt and hesita- 
tion, and to some extent of opposition to Israel's 
policy of monetary restraint. According to Mr. Horo- 
witz, monetary policy had been conducted too leniently 
in Israel and without the tough consistency necessi- 
tated by the exigencies of the situation, but it had made 
a considerable contribution to the relative stability 
of the Israeli economy, without slowing up the rate 
of increase of production, which is among the highest 
in the world. However, the decisive test of Israel’s 
progress toward economic independence is the balance 
of trade. In only two of the last five years—1958 and 
1959—had there been a real improvement in Israel's 
trade balance, through a reduction of the excess of 
imports over exports. These also were the years in 
which the increase of the means of payment had been 
In the first half of 1960, when the means of 
payment increased by 14.6 per cent, there was a slight 
deterioration in the balance of trade, and even an 
unchanging balance at this time would be deplorable. 

Unemployment in Israel, which had been 12,500 
in 1957, fell in the first half of 1960 to 6,300. In 
these circumstances, there was no justification for any 
injection of purchasing power to stimulate a further 


slowest. 
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expansion of production. Inflation was not reflected 
in any physical shortages or a rise in prices, but in 
the fact that the market was being saturated by main- 
taining or even increasing large imports, on top of a 
large increase of output used entirely to increase con- 
sumption. The great chance of approaching economic 
independence by the prudent use of capital imports 
that facilitate an increase of output may thus be lost. 
The rapid growth of production in Israel is a great 
and significant achievement, but the Achilles Heel of 
the economy is its monetary expansion, which means 
that the increment of production is used to increase 
consumption without diverting any notable part of it 
to improving the trade balance. 

Mr. Horowitz indicated his agreement with the 
criticisms of Professor Patinkin, who had emphasized 
the limited ability of the central bank to control the 
inflationary forces in Israel, and stated that the failure 
to reduce the import surplus, and the decision to 
increase the foreign debt significantly in every year 
since 1954, at least partly represented the Govern- 
ment’s refusal to face up fully to the inflationary 
problems of the economy. The expansion of credit 
in the first half of 1960, by 1£48.8 million (compared 
with an increase of 1£29.5 million in the first half of 
1959), was excessive, particularly when account is 
taken of the fact that, for seasonal reasons, most credits 
are extended in the second half of the year. 


New Currency of Iraq 

The Government of Iraq has issued an ordinance, 
dated July 2, 1960, according to which notes and coins 
presently in circulation in Iraq will cease to be legal 
tender as from January 6, 1961 and will be replaced 
by notes and coins bearing the coat of arms of the 
Republic. Notes and coins purchased from bona fide 
travelers from Iraq in amounts not exceeding ID 15 
for each person may be imported into Iraq by cor- 
respondents of Iraqi banks prior to January 6, 1961, 
provided specified information concerning the pur- 
chase is provided. Banks outside Iraq that satisfy the 
regulations may surrender such notes and coins to the 
Central Bank of Iraq, either in Baghdad or Basrah, 
or to banks licensed in Iraq and receive a credit in 
Iraqi dinars or payment in a foreign currency. 
Source: Central Bank of Iraq, Issue Department, Cir- 

cular, Baghdad, Iraq, August 13, 1960. 


Far East 


Credit Control and Tax Increases in Ceylon 

In view of the continuing decline in Ceylon’s foreign 
exchange reserves, the authorities have adopted a 
number of monetary and fiscal measures in addition 
to raising the Central Bank’s rate for advances (see 
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this News Survey, Vol. XII, pp. 464-65). An attempt 
will be made to discourage imports of certain goods, 
mostly consumer goods of the luxury type, including 
motorcars, by imposing minimum margin requirements 
for letters of credit for certain imports and by restrain- 
ing the expansion of bank credit for the financing of 
certain imports and hire-purchase operations. 

Action has also been taken to raise customs duties 
on a number of imported items, such as motorcars, 
petroleum, cigarettes, whisky, and watches. Duties on 
textiles, shirts, banians, and bicycle parts have also 
been raised, with a view to protecting domestic indus- 
tries. Individual licenses are now required for the 
import of watches from all sources by registered Cey- 
lonese traders holding general import I venses. 


Source: Ceylon News, Colombo, Ceylon, August 18, 
1960. 


Wholesale Price Index in Korea 


The index of wholesale prices in Seoul has con- 
tinued the upward trend that began in November 1959 
and was accelerated by the prevailing political and 
economic uncertainty following the April revolution. 
At the middle of August 1960, the index reached 
153.6 (July-December 1959 = 100), a rise of 15.4 
per cent from the end of 1959 and an increase of 
about 20 per cent from mid-August 1959. Among 
the important commodities for which prices have risen 
this year are foodgrains, construction materials, cotton 
cloth, textile raw materials, and miscellaneous food 
items. On the other hand, the prices of imported 
chemical goods have fallen, primarily because of an 
increase in imports, especially following the resump- 
tion, in April 1960, of trade between Korea and Japan 
(see this News Survey, Vol. XII, p. 411). 


Sources: The Korean Republic, Seoul, Korea, Au- 
gust 15 and 22, 1960. 


Canada 
Canadian Exchange Rate 


In the ten years since September 1950, when Canada 
introduced the exchange system under which the ex- 
change value of the dollar is allowed to fluctuate, 
Canada’s gold and foreign currency stocks have not 
varied more than $150 million or so from their level 
of $1,800 million in the closing months of 1950. De- 
spite some very large payments fluctuations, the Cana- 
dian exchange rate since early 1952 has moved within 
a maximum range.of only 6 per cent in relation to the 
U.S. dollar. 

Early in 1960, the rate reached the record high of 
more than US$1.05 (see this News Survey, Vol. XII, 
p. 363). There followed a marked decline, to slightly 
more than US$1.01 around the end of May. Since 
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then the rate has been strengthening, and at the end 

of August it exceeded US$1.03. 

Sources: The Financial Times, London, England, Au- 
gust 10, 1960; The Wall Street Journal, New 
York, N. Y., various issues. 


Latin America 
Economic Development in Mexico 
Since the end of World War Il, the rate of eco- 
nomic development in Mexico in real terms has fluc- 
tuated sharply from year to year, mainly in response 
to fluctuations in world economic conditions and, in 
particular, to conditions in the United States. Only 
in 1953, however, was there no increase in real 
national income, and only in 1948, 1949, and 1951 
was the rate of increase less than the rate of population 
increase. The maximum increase in real national in- 
come, 11.21 per cent, equivalent to an increase of 
8 per cent in per capita income, was recorded in 1955. 
The rate of increase fell in the two following years, 
but recovered slightly in 1958 and 1959. In 1959 
the increase in real national income was 5.85 per 
cent, and in per capita income, 2.7 per cent. 
Source: Banco Nacional de México, S.A., Review of 
the Economic Situation of Mexico, Mexico, 
D.F., July 1960. 


Export-Import Bank Loan fo Chilean Company 

The Export-Import Bank of Washington announced 
on August 24 the approval of a $15.6 million credit 
to finance the purchase in the United States of equip- 
ment, materials, and services by Compafiia de Acero 
del Pacifico, S.A. (CAP), for the development of iron 
ore deposits (the Algarrobo deposits) in the Chilean 
Province of Atacama. These deposits are the largest 
known in Chile, and are among the planned reserves 
of CAP for its Huachipato steel mill near Concepcién. 
Eventually, more than 75 million tons of ore will be 
made available. The program for development of the 
ore field is under. the technical management of the 
Koppers Company, Inc., of Pittsburgh, which also 
coordinated the preliminary studies. 

In 1945, the Export-Import Bank participated in 
the financing of CAP’s Huachipato integrated mill by 
granting credits totaling $77.6 million; $22.4 million 
of this amount has been repaid. 

Source: The Export-Import Bank of Washington, 
Press Release, Washington, D.C., August 24, 
1960. 


Other Countries 


Australian Budget 


The Australian budget for the year ending June 
1961, which was introduced by the Australian Fed- 
eral Treasurer, Mr. H. E. Holt, provides for a surplus 
of £A 15.5 million, compared with an actual deficit of 


£A 29 million in the fiscal year ended June 1960. He 
said that “the pace of expansion has become rather 
too fast and we have to ease it off a little.” The Gov- 
ernment’s proposals, however, do not indicate a major 
interruption to growth, but rather an attempt “to pre- 
serve conditions in which growth of the kind we want 
can move on unimpeded.” 

The Treasurer said that the past year was one of 
fine achievement, but that in some directions efforts 
were over-reaching the nation’s resources. Shortages 
of key materials and some classes of labor appeared. 
At the same time, increased local production was in- 
sufficient to meet current demand, which was conse- 
quently spilling over into demand for imports. More- 
over, speculation in shares, in other securities, and in 
land was disturbingly active and prevalent. 

There had been, the Treasurer pointed out, a con- 
siderable boom in expenditure, and he gave warning 
that there would be clear dangers to the economy if 
the rise in expenditure should continue at the pace of 
recent months. On its recent showing, demand could 
outdistance any anticipated increase in total supplies, 
and there would follow a scramble for scarce materials 
and all the other conditions in which price inflation 
thrives. In the Government’s view, the situation clearly 
requires a steadying down in the rate of increase in 
expenditure. This is also necessary in order to ensure 
a stiffening of resistance to price and cost increases 
and to prevent an excessive rise of imports. 

Imports, Mr. Holt forecast, would be considerably 
greater in 1960-61 than in 1959-60, and this would 
almost certainly involve a substantial running down in 
reserves. He said the Government had moved out of 
import controls last February (see this News Survey, 
Vol. XII, p. 276), firmly intending to keep out of 
them and believing that it should manage to do so, 
given reasonable success in trading abroad and in 
attracting overseas investment. 

The Treasurer commented that the increase in im- 
ports had not been inordinate and that, when the in- 
crease in local demand is considered, it is somewhat 
surprising that imports did not rise at a greater rate. 
However, if imports are to be kept within limits which 
the economy can afford, the growth of demand must be 
restrained. It would be wrong, Mr. Holt said, to dis- 
sipate reserves on imports to feed the domestic boom. 
In referring to overseas borrowing, he pointed out that 
Australia would not be able to obtain any new funds 
in London because a number of Australian loans are 
due to mature there in the near future. 

Increased taxation and charges, provided for in the 
budget, are expected to raise £A 37 million. The 5 
per cent rebate on personal income tax, granted in 
the budget last year, has been withdrawn, and the 
company tax has been increased by 6 pence in the 
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pound. In addition to these changes, there have been 
some minor adjustments in the sales tax. Over-all 
new budget taxes represent an addition of 3 per cent 
to Australia’s taxation revenues. Defense spending will 
rise slightly, and there will be some increase in pay- 
ments through the National Welfare Fund; pensions 
paid to aged people, invalids, widows, and incapaci- 
tated ex-servicemen will rise. 

It is expected that loans raised in Australia and 
overseas will be some £A 40 million less than the 
£A 190 million raised in 1959-60, and the Government 
has provided for debt redemption totaling about £A 80 
million. 
Sources: Australian News and Information Bureau, 
Australian Daily News, New York, N. Y., 
August 16, 1960; The Times and The Finan- 
cial Times, London, England, August .17, 
1960. 


Australian Government Loan 

The Australian Government will issue a £A 30 mil- 
lion domestic cash loan in September. The long-term 
coupon rate remains steady at 5 per cent, but the 
yields offered on short-term and medium-term will 
rise slightly. At the same time that the new loan is 
issued, the Treasury will seek to convert £A 158 million 
of maturing securities. The rate on an issue of Special 
Bonds (see this News Survey, Vol. Xl, p. 119) has 


been raised from 4 per cent to 4% per cent. 


Source: The Financial Times, London, England, Au- 
gust 29, 1960. 


Australian Decimal Currency 


The decimal currency committee in Australia has 
recommended that the change to a decimal currency 
should be made from February 1963 (see this News 
Survey, Vol. XII, p. 475). It recommended a new 
basic unit of currency equivalent to ten shillings 
(Australian) which would be divided into 100 cents. 
The committee estimated the major cost of converting 
and replacing office machines at between £A 30 million 
and £A 32 million. It said that it was impossible to 
assess in money terms the savings that would result, 
but it had no doubt that savings in time and effort 
would outweigh the cost and inconvenience of the 
change. The committee recommended that the Gov- 
ernment announce its decision on the introduction of a 
decimal currency as soon as possible. It proposed a 
two-year transition period after the change-over, during 
which time the use of both old and new currencies 
should be permitted. 

Source: The Financial Times, London, England, Au- 
gust 25, 1960. 


Economic Situation in South Africa 
In his address at the Ordinary General Meeting of 
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the South African Reserve Bank, the Governor of the 
Bank, Dr. M. H. de Kock, said that the main feature 
of the year ended June 1960 was a distinct improve- 
ment in internal economic conditions, following the 
decline in the rate of growth of general economic 
activity during the two preceding years. Moreover, 
this improvement was accompanied by a substantial 
surplus in the balance of payments on current account, 
which, until February of this year, proved more than 
sufficient to offset a net outflow of capital. Subse- 
quently, however, a sharp increase in capital outflow 
resulted in an appreciable net deficit in the balance 
of payments. 

The Governor stated that the evidence available 
suggested that the decline in the rate of growth of 
economic activity was arrested toward the middle of 
1959. and that a distinct revival. took. place: during the 
second half of the year and continued during the first 
half of 1960. Gross national product is estimated to 
have increased by 5.9 per cent, to £2,510 million in 
1959-60. As the price level increased very little during 
the year, real income per capita apparently resumed 
its upward course. 

The major factor contributing to this improvement 
was an increase in the value of exports of merchandise 
and services by £66 million, to £537 million. This 
recovery was attributable in part to higher prices for 
wool and other primary exports. There was also an 
increase in the volume of exports of primary com- 
modities and of manufactured and partly manufactured 
goods. The stimulating effect of the increase in exports 
was reinforced by a further increase of £30 million 
in gold output. 

The stimulation from these factors was of particu- 
lar importance to the general economic recovery, since 
private fixed investment failed to show any revival 
and public fixed investment actually declined, owing 
largely to a decrease of about £32 million in capital 
expenditure on railways and harbors. There apparently 
was a further running down of inventories, so that 
gross capital formation as a whole continued to decline. 
Consumption expenditure by both the public and pri- 
vate sectors increased, and this increase was particu- 
larly marked for the private sector. Improvement in 
general economic conditions was also reflected by 
several other economic indices, including imports, 
discounts and advances of commercial banks, bank 
debits, railway earnings, and, to a lesser extent, em- 
ployment and the value of retail sales. 

The Governor remarked that it was gratifying that 
the revival in general economic conditions during 
1959-60 took place before the slowing down in the 
tempo of economic expansion could develop into a 
general cumulative recession. He said that, to a large 
extent, the resilience displayed by the economy could 
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be attributed to the substantial increase in gold output 
and in the capital outlays of the public sector during 
1957-58 and 1958-59, although certain contracyclical 
monetary and fiscal measures taken by the authorities 
doubtless also exercised a favorable influence. Due 
emphasis should be placed upon the strong underlying 
long-run growth factors in the Union’s economy, such 
as the rapid rate of population increase, the availability 
of natural resources, the large savings potential of 
the economy, the enterprise displayed in exploiting 
existing opportunities, and the continued introduction 
of new techniques and new products. 

Turning to the balance of payments situation, the 
Governor said that 1957-58 and 1958-59 had been 
years in which abnormal factors were at work in the 
external sector. The year 1959-60 could be viewed as 
one of gradual return to more normal relationships 
between the main items in the current account. Thus, 
imports increased from £506 million in 1958-59 to 
£537 million in 1959-60, a figure probably somewhat 
low if the depressed level of inventories were taken 
into consideration; yet it was a more normal level in 
relation to gross national product than that of either 
of the two preceding years. Merchandise exports, in 
turn, increased from £391 million in 1958-59 to 
£453 million in 1959-60. Net gold output increased 
in 1959-60 by £30 million, to £263 million, and net 
current payments on invisibles rose by £6 million, so 
that the final result was a further considerable improve- 
ment in the current account surplus, from £13 million 
in 1958-59 to £68 million in 1959-60. 


This large surplus on current account was surpris- 
ing for a year in which an internal economic revival 


began to take place. Since about the fourth quarter 
of 1959, however, the position on current account 
has tended to become less favorable, if allowance is 
made for seasonal changes, and the current account 
surplus for the second part of the year 1959-60 was 
only £10 million, compared with £58 million for the 
first six months. In the second half of the year, gold 
output and merchandise exports continued to show an 
upward tendency, but imports increased even more 
rapidly on account of the acceleration in the rate of 
economic expansion and, in particular, of the revival 
in inventory accumulation. 

On capital account, the balance of payments suffered 
a severe setback. There was a net capital outflow of 
£78 million in 1959-60, compared with a net inflow 
of £31 million in the previous year. Of the outflow, 
£71 million was attributable to the private sector; the 
main factors contributing to this outflow were net 
purchases, amounting to £35 million, of Union securi- 
ties from foreigners by Union residents, an appreciable 
outflow of Union-resident funds for direct investment, 
mainly in the Federation of Rhodesia and Nyasaland, 
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and substantial net withdrawals by foreign investors 
of short-term, as well as long-term, funds through 
channels other than the stock exchange. 

The net effect of these various changes in the bal- 
lance of payments on official gold and foreign exchange 
reserves was a decline of £8.3 million, to £110.1 mil- 
lion, over the year as whole, and a decrease of 
£46 million since the end of January 1960 (see this 
News Survey, Vol. XIl, pp. 466-67). 

Source: Financial Mail, Johannesburg, South Africa, 
August 12, 1960. 


Treasury Bills in Nigeria 
A further issue by the Central Bank of Nigeria 

of 91-day Treasury bills to the face value of £8 million 

(see this News Survey, Vol. XII, p. 300) was planned 

for June 9. Bills are issued at a fixed discount on 

face value with a rate of discount announced by the 

Central Bank, which makes available rediscount facil- 

ities for holders who wish to dispose of their bills 

before maturity. 

Source: Federal Ministry of Research and Informa- 
tion, Federal Nigeria, Lagos, Nigeria, June 
1960. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, September 1960, shows 
that in July a purchase of £6.25 million ($17.5 million) 
was made by Iran, $12.5 million by Pakistan, and 
$6.2 million by the Philippines. Under stand-by ar- 
rangements, Argentina purchased $3.5 million and an 
equivalent amount in Netherlands guilders, and Bolivia 
purchased $250,000. 

The equivalent of $250,000 was repurchased by 
Bolivia, $2 million by El Salvador, $100,000 by Para- 
guay, and $14 million by the United Kingdom. 

A further payment of $351,000 was made by 
Czechoslovakia, as agreed when it ceased to be a 
member of the Fund. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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